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ABSTRACT 
The efficient breach, also known as the " effective default" , means that the 
interest of the defaulting party getting from breach of contract is greater than 
expectation interest getting from fulfilling the contract to the non-defaulting 
party. Theory of efficient breach is one of the classical theories of the Law 
School of Western Economic Analysis and Western countries, particularly in 
common law countries where it is an important theory. The theory is to 
encourage the defaulting party to pay liquidated damage in lieu of the actual 
performance of the contract pursuing the goal of "efficiency". Efficient breach 
is favored by the Anglo-American legal system with its unique method of 
economic analysis, however, the efficient breach does not apply to all countries 
in the world. Though efficient breach theory has its economic value, there are 
many defects. The pre-conditions of the establishment of this theory include 
damages compensation, the actual performance equivalence and the knowing of 
the cost of the breach by the default party. The introduction of this theory to 
another country must also be combined with the country's history , culture and 
other national conditions in order to be judged . 
By looking into the origin of the efficient breach theory,this thesis is to 
explain the impact of China's existing legal provisions on the adoption of 
efficient breach. Due to many defects of the efficient breach theory that may 
exist in our country,we find that China does not yet have the conditions to 
introduce this theory. Therefore, China should not introduce the efficient breach 
theory. This article consists of four chapters. 
Chapter One outlines the efficient breach theory. Efficient breach theory is 
put forward by the economic law school. It is a new theory of breach of contract, 
which abandons the lure breach of contract tort liability. Through a 














we can understand the efficient breach theory and the development of the whole 
process. 
The second chapter analyzes the efficient breach applicable to the situation 
in the United States. First, it reviews the efficient breach of the theoretical basis 
for the existence and development in the United States. Second, it reviews the 
impact of the existing United States law on efficiency. Finally, it looks into the 
U.S. judicial practice, the attitude and the efficiency of breach of contract. 
The third chapter discusses defects that may bring if China introduces the 
efficient breach system. Considering the theoretical basis, the relevant laws and 
regulations and judicial practice, we can come to the conclusion that our 
country is not suitable for the introduction such system. 
The fourth chapter deals with the attitude toward the introduction of the 
efficient breach of contract in China. Our country does not have the conditions 
to introduce efficient breach system after comparing the legal systems between 
the United States and China. Otherwise, it will bring many problems. Lastly, 
the author points out some problems in China’s efficient breach system. 
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